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ABSTRACT 

Summarizing an Economic Research Service (ERS) 
publication, this guide to a balanced rural-urban growth describes 
the results of a computer based ERS aodel which examined seven 
strategies to improve rural economic development. Based on 1960-70 
trends, the model is described as asking how much would be required 
of each of the following strategies to close the rural-urban income 
gap sooner than the 1960-70 trend indicates: (1) stop out-migration; 
(2) reduce natural increase of population; (3) expand labor force; 
(4) create jobs; (5) increase productivity of resources; (6) expand 
capital stock; (7) expand markets. As reported here, the seven 
strategies were analyzed via simulation in terms of the target year 
1990, and the preferred strategies were then compared with changes in 
economic activity observed between 1970-73. Results are presented as 
follows: each strategy has some potential for raising nonmetropolitan 
income, but in isolation each displays undesirable side effects on 
migration, dependency, wages, unemployment, or the level of general 
business activity; a mixed strategy which promotes joining the labor 
force, creating jobs, and increasing reéeSource productivity can 
stimulate rural growth with few undesired side effects; strategies 
which enhance capital accumulation and expand markets have liaited 
benefits; strategies which directly influence migration or natural 
population increase are not required. (JC) 
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HIGRLIGHTS 


Trends in population, income, employ ment, and capital during 1960-70 were leading to 
equal per capita incomes between the nonmetropolitan and metropolitan sectors of the 
United States by the year 2000 and to abatement of the exodus of people from rural 
America. Changes from these trends in the early 1970's point to accelerated growth for 
rural areas compared to the 1960's, but suggest continued rural-urhan imbalances with 
regard to unemployment levels and income per capita. 

Analyzed are seven types of development strategies directed at achieving rural-urban 
balance by 1990. Each strategy explored has some potential for raising nonmetropolitan 
income; but each in isolation displays undesirable side effects on migration, dependency, 
unemploy ment, wages, or the level of general business activity. A multifaceted problem 
requires a mixed strategy. A mixed strategy which promotes joining the labor force, 
creating jobs, and increasing resource productivity can stimulate nonmetropolitan growth 
with few undesired side effects. Strategies which enhanre capital accumulation and ex- 
pand markets have limited benefits. Those which directly influence migration or natural 
population increase are not required. 


For sele by the Superintendent of Documents, U.S. Government 
Printing Office, Washington, D.C. 20402 
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Rudolph DePass. Single free copies of the full report are available from ERS Publications, 
Rm. 0054-S, U.S, Department of Agriculture, Washington, D.C. 20250. 
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“Rural development requires a multifaceted 
approach which relies heavily on creating 
jobs wt rural areas as well as on expanding 
the labor force to fill these yobs.” 


STRATEGIES FOR BALANCED RURAL-URBAN GROWTH 
Clark Edwards 


Fora generation atter the depression of the 1930's, urban America pained 
population at the expense of rural areas, People were leaving a relatively dis- 
advantaged sector of the US. @conomy the rural areas) where incomes were 
lower, uncmploy ment was higher, and poverty was more pervasive. 

Recently, however, the migration tide appears to have turned and there has 
heen a net flow to nonmetropolitan areas (see footnote 2, p. 9). Just as the 
past flow toward cities was associated with limited cural economic oppor- 
tunity, so the recent turnaround appears Jo be accompanied by expanding 
opportunity . 

Seeds of change were germinating in the 196°. sd appeared in our projec: 
trons of the 1960-70 trends in population, income, capital, and employment 
which show an approach toward urban and rural growth balance. Rural in- 
comes were rising, unemploy ineat falling, labor force participation increasing, 
and outmigration abating. But, those trends indicate that improvement would 
have come ata snail's pace. early in the next century when, in fact, positive 
changes were occurring ata much more rapid pace during the early 1970's. 

A tecent ERS study examined sev..al growth strategies which could 
improve the rural economy without dampening urban growth, The study 
looked al strategies which could have accelerated the trend of the 1960's to 
achieve rural-urban balance by 1990. Actual changes of the early 1970's were 
compared with the preterred strategies. The result was (1) an explanation of 
what happened to rural growth during the early 1970’s and (2) some insight 
Into strategies to follow for rural growth during the latter part of the 1970's, 

The growth strategies relate to changes in economic structure which would 
influence rural population, labor force, employment, and capital. The analysis 
identifies what these strategies are and what their impacts would likely be. It 
does not identify persons or institutions responsible for such strategies or 
assess the costs of nmplementation. For example, one of the seven strategies is 
to create more yobs in tural areas. Such job creation is influenced by both 
private and public actions at the Federal, State. and local levels. This studs 
evaluates the impacts of alternative attuinme rts in, for example. job creation 
in rural areas and focuses attention on whic of the several strategies are 
likely to be more umportant for achieving ri ral-urban balanced growth during 
the late 1970's and carly 1980's. Attention ts paid, in the subsequent discus- 
ston, to the role of Federal tnvolvement in each of these strategies, but the 
results GF the study are relevant to both private and public policymakers as 
well as to responsible and mtormed citizens concerned with rural develop- 
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The study found that isolated rural development strategtes bv suigle agen- 
cies or institutions toward specific objectives are lthelv to fatl, because of 
unwanted side cffeets, even though specific goals are met. Instead, improved 
economic prospects for rural areas depend on a balanced mix of development 
Slrateeics. 


TOWARD BALANCED GROWTH 


Through use of a computer-based model, researchers sought to desecnbe. 
esclin and predict trends of nonmetropolitan populagon, income, employ - 
ment, and capital The idea was to test strategies in the computer which misht 
accelerate nonmetro geowth and create a balunce between the nonmetro and 
metro sectors, 

Seven strategies. singly orn combination (some corresponding to Federal 
programs), Were tested to reach these targets 

1. Stop outmigration 

2. Reduce natural increase of population 

3. Expand labor force 

4. Create jobs 

5. Increase productivity of resources 

6. Expand capital stock 

7. Expand markets 

The model operated trom conditions exasting between 1960 and 1970, The 
model was asked how much it might require of cach strategy to close the 
income yap sooner than would have been expected trom the 1960-70 trend. 

The target year was 1990, Most of the single strategies to modify the 
1960-70 Structure were capable of attaining the income per capita target by 
1990) But, in each simulation, a single strategy led to unwanted side effects. 
The income target might be met. But, at the same tine, tor example, nonmetro 
unemployment ought nse or the pace of Outmigration might accelerate. To 
eliminage unwanted side effects, additional computer runs set simultaneous 
population, income, lab or force employment, and capital targets in order to 
examine consequences of macd nonmetro development strategies which would 
achieve rural growth without penalizing the urban sector. 

Preterred strategies based on 1960-70 conditions were then compared with 
changes in economic act'vi.y observed between 1970 and 1973, The analy sis 
provides insights into possible strategies. both public and private, at the Federal, 
State, and local levels for balanced rural growth during the rest of the 1970's. 

1. Stop outmigration 

“Stop outmigration of reverse tt” Many have used this phrase, most may 
not have intended to have it taken lites aly. Rather, they probably intended to 


*The term metropolitan (or metro) 16 used as a synonym for Standard Metropolitan 
Statistical Area (SMSA). An SMSA is a county or a group of Contiguous counties con- 
taming at deast one city of $0,000 inhabitants or more tor which the included counties 
meet certain critena of metro character and social and economie integrate 7 with the 
central city In this study, the computer was given this precise definition, However, in 
interpreting results of the analysis one will not be tar amiss in substituting the concept 
of rural tor nonmetro 
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promote development through new nonmetro yobs, for example sin order to 
reduce incentives to migrate. Such a policy really tally under another category 
job creation Tn that sense, stopping outimeration ty considered to be an ead 
rather than a means 

When outmigriton was simply blocked in the simulation, population built 
up totes othe nonmetro areas Many in the added population tailed to find 
jobs. and ma. ¥ more were discouraged trom entering the labor force. There 
Was ai nefease a dependences on those who had yobs and an increase in unem- 
ployment Wath nore mouths to teed and with tittle unprovement in employ - 
ment, meome perc epita was reduced below the level associated with that of 
the 1960°s. But met conditions improved. The reduced population pressure 
on the etties allowed for increased employ ment per capita and improved 
Incomes there 

Adam Snuth discussed such a result 200 years ago. The Britsh law of settle- 
ments restrieted the poor to their parish of residence so they could not become 
wards of other parishes. Smith noted that... *ftas often more difficult fora 
poor man to pass the artificial boundary of a perish than an arm of the sea ora 
ndge of high mountains” 

To close the metrosmonmetro income gap using only direct auygration 
policies, outmigration needs to be accelerated rather than reduced in order to 
telocate potential rural workers near prospective uroan jobs. In the simulation, 
un gcceleration of outmugration which reduced the 1990 nonmetro population 
to about S percent below the trend level achieved the target income. This 
helped the nonmetro sector but increased population pressures on the cities. 

If we are to have direct migration policy as a Federal strategy for rural 
development. it needs to spur mugration rather than retard it by helping non- 
metro families relocate in places of greater ccononue Opportunity. The Federal 
Government has sponsored several experimental mobility assistance projects 
which relocated unemployed and underemployed workers froin areas of high 
unemployment to areas of labor shortages and relatively low unemployment. 

The simulation of direct migration policy suggested that such policy treats 
symptoms, not causes, of rural development problems. A reduction in net 
migration is better treated as an end rather than as a means. 


2. Reduce natural increase of population 

Zero population growth is frequently proposed as a means of achieving 
economue balance. A reduction in nonmetro population growth which brought 
rural population nearly 5 percent below trena by 1990 closed the income gap, 
according to the simulation, 

The smaller population limited the labor force and the number of yobs, thus 
reducing general business activity. However, there was an increased proportion 
of the population in the labor force and an increased proportion with jobs. A 
smaller dependent population resulted. More capital was available per worker 
which led to increased labor productivity and higher wages. The iniproved 
economic situation resulted ina decrease in the pace of outmigration. Popula- 
lion pressures on the cities eased, which allowed for increases there m the out- 
put per worker and in the proportion of the populain 1 employed These 
findings suggest that reduced population growth nught decrease general 
business activity but may unprove per capita income. 

During the 1960's, there was little ditference between metro and noumetro 


6 


natural increase rates. Federal progranis for family planning have been imple- 
mented to provide education, medical. and social services to dividuals, Private 
and public policies have led to a decline in the U.S. birth rate since 1970, bus 
the mayor impact has been 14 metro areas; there ts tule evidence of change so 
tar in the rate of natural increase of the nonmetro population. 

The simulation model appears to lend support to the Zero population 
growth approach. However, it does not contain information concerming natural 
resource use, energy availability, and environmental impact needed tor evalu: 
ating optnmal population levels. A population explosion in crural areas could 
also be accommodated by the computer model other scrategies to be con- 
sidered below were adopted to offset the undesiral .c side ettects. Conse- 
quently, further consideration of population policies was cet aside. 


3 and 4. Expand the labor force and create jobs. 

When programs to expandethe labor force. or to create yobs, were simulated 
ind pendently of each other, adverse side effects occurred. When coordinated 
ind tandem strategy, the programs achieved income targets with only moderate 
side effects. It makes no sense to train a welder (or other ty pe of worker) to 
join the labor force in a county where no such yobs exist. These two strategies 
are so closely related that we chose to discuss them together. 

The model's expansion of the labor force without creating yobs resulted in 
extensive nonmetro unemployment: The increase in unemploy ment served us a 
stimulus to outmigration. The per capita income target was met only because 
accelerated outmigration reduced the numbe: of peop ie dependent on those with 
jobs. Resulting population pressure on the cities mode problems there worse. 

Creating jobs independently of other programs sent out a signal that rural 
conditions were improving. The signal was in ihe form ot a reduced unemploy- 
ment rate. This in fact. created an over-reaction on the part of potential job 
seekers. Outmigration was reduced and the dependent population mereased. 
Per capita incomes began to fall. It was found, perversely, that incomes 
increased by aboushing, rather than creating. nonmetro yobs. Job abolishment 
drove nonmetro residents into the stream of Cautmigration. Tt improved the 
average level of inconv for those remaining in the nonmetro sector but created 
added population pressures in the metro sector, 

A mixed rural development strategy coordinating yob creation with labor 
force expansion.helped the nonmetro sector considerably, yet the pace of 
migration slowed only moderately and there was httle improvement in the 
well-being of the metro sector. 

Side effects in the nonmetro sector related to capital. The amount of capital 
available per worker in 1990 tell below trend, which reduced productivity per 
worker. In addition, the rate of utilization of plant capacity dropped slightly. 
A mixed strategy of coordinating job creation with an increased labor torce 
showed much promise for reaching income targets, yet there were some minor 
side effects noted in both sectors. 

Federal programs helping people enter the laber force cover such services as 
health care, medical services, child care, residential support, counseling. labor 
market information, assistance in securing bonds, and payments of allowances 
for persons in training programs. 

Direct loans and grants have been made through a number of Federal pro- 
grams to finance public and private investments and create yobs. Many of these 
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programs specifically target funds to create yobs in rural areas. in areas of 
unusually high unemploy ment, or areas with low incomes. Many communities 
offer tax advantages to plants locating in their areas. Job creation programs 
seek to bring jobs to people rather than people to yobs, 

Dung the 1960's. parterpation of the nonmetro population in the labor 
force was ata lower rate than in the metro sector, and the capacity to create 
jobs was smaller. Even so, relative to population, the labor force and 
employment in the honmetro sector grew more rapidly than in the metro 
sector. The increase in the nonmetro labor force relative to population 
growth reflected. im part. a substantial merease in participation of nonmetro 
temajes in the lubor torce Tt also retlected an advance in the proportion of 
Persons attaining Working ave. The expansion in yobs reflected a nonmetro 
capacity to create yobs which was only moderately below metro capacity. 

Policies enhancing the labor torce or creating new yobs are distinguished in 
the simulation model trom policies enhancing productivity of persons with 
yobs, 


5. Increase productivity of resources 

During the 1960’s, there were extensive public and private efforts to 
moderne nonmetro plants, provide on-the-job traumng, reduce underemploy - 
ment. and unprove productivity of those already at work. These efforts were 
abetted by Federal programs to provide onentation, counseling, education, 
shill traming. and other services to help qualify individuals for more productive 
Jobs. Productivity gains in the nonmetro sector during the 1960's were far - 
greater than those in the metro sector, 

This mph vement in nonmetro resource productivity was the primary 
tuctor contnbuting to the prospect of balanced rural-urban growth by the turn 
oft the century Inthe simulation, it was found that further acceleration of pro- 
ductivity gains for employment and capital in the nonmetro sector could attain 
the income taret by 1990. To do so required pushing nonmetro output per 
worker toa level some $ percent above trend by 1990 and pushing the produc- 
tivity of capital nearly 4 percent above trend 

A simulated increase in productivity of resources enhanced efficiency of 
employment without necessarily increasing the number of yobs. Increased 
economic achvity added to aggregate income and investment. and resulted in 
a0 increase in the accumulation of capital stock. A nsing ratio of capital to 
employ ment further augmeated the increase in productivity per worker. In- 
creased earnings influenced many potential migrants to remain in the nonmetro 
sector. Consequently ,net outimgration declined. 

hnproved resource productivity imereased the population but it did not 
create many new yobs, Only a small portion of the potential migrants who 
stayed behind because of prospects of higher wages actually obtained jobs. The 
rest became dependent on those already at work. In the absence 0 accompany- 
Ing programs to create yobs or train entrants to the labor force, un smployment 
rose and the labor force partiipation rate declined below trend. An increased 
proportion of plant capacity bear ie idle. 

The metro sector gained some trom the improvement in nonmetro resource 
productivity Population pressures on the cities decreased through declining 
migravion, and the market for metro exports to the nonmetro sector expanded 
through rising nonmetro mcome, 


Enhancement of resource productivity through improvement in the quality 
of the labor force and adoption of new technology is an amportant basis for 
growth. It contributed much to gains in the rural economy during the 1960's 
and additional progress was observed during the early 1970's, Further efforts in 
this direction, in the absence of companion strategies, would likely dead to ine 
balances retating to dependency, unemployment, and idle capital. 

6. Expand capital stock 

Federal programs to mfluence acermulation of capital stock include incen- 
lives to consume less gave more, and invest. Programs to maintain existing 
capital, minimize wear and tear, and utilize available capual more fully are 
olten associateu with techmical assistance and management tramimng. Loans and 
grants stimulate both publte and private investment. Low-mnterest and guaran- 
teed loans help rural businesses. Many local areas substdize plaat and equip- 
ment through gitts and tax advantages. Proposals have been made for Federal 
tan advantages to plants locating in nonmetro areas. 

In the simulation, two types of capital enhancement strategies were exam- 
ined. The first aimed at spending more frugally, mamtaining plant and equip- 
ment more efficiently, or utilizing available capital more fully. Such programs 
made more capital available per worker and thereby increased labor productivi- 
ty and earnings This induced a slow-<dowa in the rate of outmigration: 
nonmetro population, labor force, and employment increased. The result was 
an increased general level of business activity as well as an mproved level of 
income per capita. The difSculty was that the quantity ¢° outside capital | 
tequired to reach the income target was relatively large and not considered 
feasible. On average, each dollar of capital added to the nonmetro stock by 
the year 1990 had increased the current income stream by only 4 to 4% cents. 

The second ty pe of capital enhancement strategies for the nonmetro sector 
depended on taxes and transfers from the metro sector. One strategy taxed and 
transferred capital stock, another taxed and transterred income flows. In both 
cases, I was found that subsidies helped the nonmetro sector, but these gains 
were achieved directly at the expense of the metro secter, While an income 
transfer or 4 capital stock transfer appeared to solve the rural problem, it 
directly created a comparable urban problem. 

These various capital accumulation programs appeared to be either techm- 
cally infeasible or politically unacceptable to the urban sector. They offered 
small benetits im return fora relatively large cost. The simulations suggest that 
a rural development strategy that relies exclusively on capital accumulation is 
not likely to work. However, ina subsequent discussion, it will be demon- 
strated that capital accumulation should be part of an overall mixed strategy. 


7. Expand markets 

Expansion of the metro market for noametro products and;or a reduction 
in the use of metro products by the nonmetro sector is uften suggested as a 
basis for growth, Most Federal prc grams to expand mark ts are concerned with 
forenmn market exports and imports. Many commodities benefitting from these 
Programs are produced in nonmetro areas. But, in the simulations, the domes- 
te cconamy was treated as a closed system), the foreign aspect was ignored. 
Policies to accelerate exchange between the metro and nonmetro sectors were 
evaluated. Programs to promote products within the United States tend to be 


operated at the State or local level: tew explicit Federal policies address this issue. 
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Durtng the 1960's, the Honmetro sector unported from the metro sector a 
greater Salug of goods and services than it exported. This negative balance of 
trade dreamed capital from the rural sector, Inducements to expand nonmetro 
exports or reduce inports eased this negative balance, reduced capital drain, 
and thereby increased nonmetro capital accumulation. The nonmetro sector 
benelitted, but ut the expense of the metro sector, Further, it took very large 
uMport export programs to produce only smallimprovements in cural popula- 
tron, income, and employ ment. 

For significant improvements, import/export policies must operate in 
tundem with specitis programs to insure that changes in flows of trade are 
accompanied by specific imereases in yobs and the labor force. Import/export 
policies night become a meanmnytul component of a mixed strategy tor rural 
development 


MIXED STRATEGIES 


rach of these separate strategies can narrow the per capita income gap. 

But. each alone was accompanied by negative side effects such as increased 
unemployment, a larger dependent population, or reduced earnings. 

In one of the above simulations, in which labor force and job creating 
strategies were operated in tandem, it was found that a mixture of two strate- 
vies helped to reach desired goals while averting some unwanted side effects. 
This property of the simulation is representative of real world programs directed 
toward . single objective through a single means—they are apt to leave unde- 
sirable side effects for other programs to cope with. It suggests that solutions 
to interrelated problems must be holistic rather than piecemeal. 

Asa single strategy, increased productivity of resources showed promise. 
Increasing erther the size of the rural labor force or the number of rural jobs 
in tsolation entailed severe side effects but the two as a mixed strategy showed 
considerable promise. Capital accumulation strategies moved the economy in 
the desired direction but with small impacts and relatively large costs. Import/ 
export policies operated singly were also of limited use. 

Population growth policies showed some promise when operated alone. How- 

ever, when population was a component of a mixed strategy, the model was un- 
able to determine population policy because population growth was not limited 
by constraints on space, energy, or the environment. And, it was possible in the 
simulation to meet income per capita targets for any simulated population growth 
given an appropriate mix of other strategies. Therefore, the model provided a 
basis for judging the efficacy of other policies, given a population trend. Migra- 
tion served better as an indicator of whether the ends of rural development were 
met rather than as a means of achieving othe: rural development goals. 

Analysis of the individual, isolated strategies suggested that mixed strategies 
for rural development should combine elements of labor force participation, 
job creation, productivity improvement, capital accumulation, and, possibly, 
export markets while excluding policies related directly to population growth 
and migration. 

A mixed strategy combining labor force expansion with job creation showed 
promise as 4 cure for a rural development strategy —it attained income targets 
without an adverse impact on unemployment, However, productivity per 
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worker declined slightly below trend, utilization of plant capacity decreased, 
and out migration adated only moderately. 

A simulation which coordinated an increase in nonmetro resource produc- 
tivity and an increase in capital accumulation with programs to expand the non- 
metro labor force and create more jobs was found tu reach population, income, 
and employment targets with fewer undesirable side effects. 

Four targets were set fcr the nonmetro sector to examine this mix of four 
strategies. First, nonmetro income per capita was to reach, by 1990, the trend 
level of metro income. A population target was set for zero net outmigration. 
A labor force target was set so that the nonmetro rate of participation of the 
population in the labor force would rise to the trend level of the metro sector. 
An employment target was set for the nonmetro sector to achieve the 1990 
metro trend rate of unemployment. Then, a mixed strategy was sought which 
would have reached these targets operating from 1960-70 trends. 

To reach these targets, employment programs were required which created 
an average of 177,000 new jobs per year above the trend rate in the nonmetro 
sector. In the metro sector, where population growth slowed due to reduced 
migration, fewer yobs were required and an average of 101,000 pi year fewer 
jobs were created there. Hence, the net program for U.S. job creation required 
an average of around 76,000 added jobs per year above trend together with @ - 
transfer of 101,000 jobs to the nonmetro from the metro sector. 

Labor force generating programs were required to add around 79,000 new 
entrants to the national labor force each year above the trend rate. These man- 
power programs carried the major burden of the mixed strategy. 

In order to offset side effects on earnings per worker, programs were 
required which increased productivity of nonmetro resources by around 6 per- 
cent. In addition, the total quantity of capital available was increased about 4 
percent above trend in 1990. The rat. f utilization of this expanded plant 
capacity was close to the trend rate. 

Side effects of this rural development strategy on metro population, income, 
employment, and capital were generally favorable. There was reduced migration, 
the rate of unemployment decreased, the level of dependency of people not at 
work on people at work decreased, more capital was available per worker, non- 
metro markets for metro products expanded, earnings per worker rose, and 
income per capita was higher. 

The nonmetre sector could be better off without making the metro sector 
worse off even if some of the initiative for growth were transferred to the non- 
metro from the metro sector. For example. trend levels of economic activity per 
capita in the metro sector could have been maintamed, rather than exceeded. if 
the metro sector had slightly reduced its propensity to yoin the labor force. its 
capacity for creating yobs, its gains in resource productivity. and its pace of capt- ‘ 
tal accumulation. If such transfers were not made. side effects on the metro 
sector of the mixed nonmetro growth strategy generally exceeded trend levels. 

An unwanted side effect of the mixed strategy for nonmetro growth was that 
capital per employee accumulated more slowly than in the trend run; the 
mixed strategy created jobs faster than it a.cumulated capital. This relative 
scarcity of nonmetro capital resulted in a Ligher than trend productivity of capi- 
tal in 1990, but a slightly lower productivity of labor. That means wages 
might be slightly below trend. 
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An additional mixed strategy was assessed which added a target equating 
the nunmetro capical/employ ment ratio with the metro ratio in the target year. 
This added taiget required an added strategy. A capital transfer based on a tax 
on metro capttal stock was added to the four strategies discussed above. 

When the tax and transfer was included, policies in the nonmetro sector 
toward labor force, job creation, and capital utilization were little changed 
trom the mixed strategy discussed above. However, incentives to increase the 
productivity of resources were weakened by the subsidy of capital. Nonmetro 
objectives were met by accepting the subsidy and allowing resource productivity 
to fall to a level 4 percent below the trend. On the other hand, if the metro 
sector was to avoid negative effects of the tax and meet its targets, it was 
required to increase the pace of resource productivity 4 percent above trend. 
The adjustment required little metro change with respect tu creating jobs, join- 
ing the labor force, and accumulating capital. The tax and transfer dimension 
of the mixed strategy had the effect of inducing a decrease in productivity in 
the sector being subsidized. In vicw of this result, the tax and transfer com- 
ponent of the mixed strategy was rejected. 

Here is the preferred strategy arising from the analysis: Rural development 
requires a multifaceted approach which relies heavily on creating added jobs 
in rural areas as well os on expanding the labor force to fill these jobs. This 
strategy needs to be coupled with some improvement in the productivity of 
resources and in the rate of accumulation of capital to offset possible unde- 
sirable side effects. Expanding capital in rural areas was @ useful adjunct to 
a balanced rural development strategy but was not an adequate basis for a 
single strategy. Capital enhancement depending on a tax and transfer tended 
to benefit one sector at the expense of the other. Strategies to extend mar- 
kets for local products were found to make positive but minor contributions 
for which the gains in one sector were at the direct expense of the other sector 
unless exports were directly coupled with the creation of new jobs. Strategies 
te directly inhibit outmigration from a lower-income sector were found to md 
further depress the average level of income tn that sector. | 


SINCE 1970 


Since 1970, observed changes in the nonmetro sector were, to some extent, 
akin to preferred changes noted in the mixed strategy above. The nonmetro 
sector rar idly increased its labor force since 1970, created enough jobs to keep 
unemployment rates slightly below metro, and experienced a rapid increase in 
income per capita. The productivity of rural resources increased further during 
the early 1970°s compared to the 1960's. These changes were accompanied by 
an apparent reversal in the direction of flow of net migration.’ 


* See Calvin L Beale The Revival of Population Growth in Nonmetropolitan 
america, U.S Dept. Agr., Poon. Res. Serv., ERS-605, June 1975. Population in some 
larver cities dechned during the early 1970's: tnere now appears to be a net flow to- 
ward nonmetro places of residence. Nonmetro areas, according to Beale, gained 4.2 
percent in population during 197-73, compared to only 29 percent tor metro areas. 
This is a reversal of the common pattern of population movement since the depression 
of the £930°%s, 
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Participation of the population in the nonmetro labor force held up; overall. 
the number of added persons looking for work was proportional to the added 
population. To the eatent that 4 share of the added population was seeking, for 
example, a retirement site, this was about offset by increased labor force partic 
pation ef the prior population. Nonmetro unemployment rates dipped generally 
lower than metro area unemployment, suggesting that jobs were bemyg created for 
those seeking them. And, these added jobs carried relatively good pay: per capita 
income rose faster in nonmetro areas. The migration reversal was supported by 
a solid econumic base of persons seeking work, of new jobs being created, and 
income levels being maintained. But, rural areas remained the lower income 
sector. 

Projections operating wit!, he 1970-73 cconemic structure displayed a trend 
toward higher income per capita in the metro than tn the nonmetro sector when 
extrapolated in the computer fora few decades. This is a reversal trom the pro- 
jected 1960-70 trend which pointed to approximately equal incomes around the 
turn of the century. A primary reason for the divergence of the two trends 
was that the rate of gain in the productivity of resources in the metro sector rose 
sharply since 1970 to a level about equal to the nonmetro rate. 

tlowever, unlike the trend of the 1960's, that of the early 1970's appeared 
inherently unstable. Projections of the trend of the early 1970's of the metro 
rise in earnings led to an eventual return of the direction of the flow of migra- 
tion toward the city where incomes are higher. This potential re-reversal in flow 
1s further supported by a projection of the post-1970 trend which displays 
more capital available per worker in the metro sector. On the other hand, 
the post-1970 trend points to increased metro unemployment because labor 
force entry increased more rapidly than job creation. This, coupled with the 
observation that job creation was stronger during 1970-73 in the nonmetro 
than in the metro sector, supports the contention that the flow of net migra- 
tion may continue toWard nonmetro areas for a while longer. 

The inherent conflict in the trend of the early 1970's suggests that further 
changes in rural-urban balance can be anticipated during the late 1970's, Some 
of the changes since 1970 in economic structure appear to be consistent with 
equilibrium and others do not. The recent surge in nonmetro participation in 
the labor force, job creation, and resource productivity probably appear von- 
sistent with stable equilibrium. If these changes are sustained and coupled with 
some improvement in utilization of capital in nonmetro areas, they will be con. , 
sistent with the preferred mixed strategy discussed above. 

The gap during the early 1970's between labor force participation and job 
creation in the metro sector does not appear consistent with stable equilibrium 
because it results in increasing unemployment. One would expect cither that 
participation in the labor force would decrease on that job creation would in- 
crease in response to rising metro unemployment. 

The above changes in economic structure relating to rural labor force par- 
ticipation, job creation, and productivity improvement go along way toward 
explaining the apparent resultant changes in population, income, and employ- 
ment since 1970. However, they do not completely explain it. The reversal in 
relative unemployment rates favoring the nonmetro sector in the early 1970's is 
consistent with the recent reversal in migration flows. Similarly, the reversal in 
the relative capacity to create jobs favoring the nonmetroe sector in the 1970's 
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is consistent with the migration reversal. However, the average level of wages 
and of income per capita remained lower in the nonmetro sector during the early 
1970's. us tt was during the 1960's, and the net flow of migration turned toward 
the lower income sector. This result was not according to expectations: it sup- 
ports the idea that there are some noneconomic motivations in the recent reversal 
in the Now of net mysation, such as cultural dissatisfaction with cities, reactions 
to congestion and pollution, environmental considerations, a heightened interest 
ina rural setting for cetrement, and a decline in the number of farmers remain- 
ing in rusal areas to migrate. 


A CONTEXT FOR INTERPRETING THE RESULTS 


Our model provides an opportunity to experiment with simulated com- 
puter programs instead of with actual Federal programs until some likely —. 
alternative development strategies are identified. The model treats broad 
a yregates. not detail, It describes the metro and nonmetro sectors in terms 
of total populauon, income, employment, and capitgl in order to evaluate 
alternative mixes of rural growth strategies. 

Aggregative models are not designed to answer questions about details. 
For example, there is no provision to analyze population in terms of age, race, 
sex, or Income distribution, Nor is there provision to analyze labor and capi- 
tal in terms of industry and occupation, The framework looks for long-term 
growth trends cather than short-run cycles and hence abstracts from certain 
evelical relationships impacting on the rural-urban balance during the early 
1970's. These relationships include the rapid inflation, the recession with its 
consequent substantial increases in both metro and nenmetro unemployment 
rates, and the energy crisis. Each of these have differential impacts on the 
two sectors and may have contributed to the reversal in the direction of flow 
of net migration observed dunng the early 1970's. Our model identifies 
growth strategies but does not identify those responsible for such strategies 
or evaluate the cost of adopting the strategies. 

The model relates to several bases for growth identified in the social sciences, 
but abstracts from others. Economists tend to concentrate on availability of 
resources as a basis for growth, The logic of the present ERS model focuses on 
expansion in the supply of labor and the accumulation of capital. Growth in 
the rural sector was found to be relatively more responsive to additions of labor 
than of capttal, given the structure of the rural economy of the 1960's. The 
availability of natural resources as a limit to growth was not examined and no 
constramts were incorporated which would function as an ultimate limit to 
growth in the rural population. 

Technology, or an increase in the level of output per unit of input, was 
demonstrated ta have been an nnpourtant basis for rural growth during the 
1960's and early 1970's, 

Expansion in aegregate demand as a basis fer growth is treated partially in 
the model. An increase in the supply of rural products created its own demand 
in the rural sector, according to the logic of the model, so local demand was not 
analy cable as a mit to growth. But the model did assess the response of the 
tural economy to demand for exports to the metro sector. It was found that 
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expanding demand for rural products in urban markets was not a strong basis 
for growth unless accompanying policies were implemented to insure that this 
was translated directly into added jobs. 

Spatial relationships have implications for growth, only some of which 
were included in the study. The analysis did not address the importance of 
access of rural areas to central city services or the impact of improved trans- 
portation. However, in treating the economy as two sectors, one urban- 
oriented and the other relatively rural, the model indicates that the national 
level of general business activity is influenced by whether added jobs or 
plants are located in a rural or an urban setting. 

Institutional arrangements for evaluating goals and enabling a communi . 
to cope with change or respond to adversity are not explicit in the model. 
However, the proposed strategy for balanced rural growth derived from the 
anaiysis cannot be implemented except through Federal, State, and local 
institutions, both public and private. The computer-based model assumed 
the required institutions would arise as needed. Implementation may 
require some institution building. If public purpose with appropriate 
institutions-—is stated with respect to the rural-urban distribution of popu- 
lation, income, employment, and capital, then a mixed strategy of public 
programs can be designed to reach desired targets. 


eee ee 


The ERS model summarized here treats of only certain aspects of rural 
development and rural-urban balance. The study looked at a handful of 


descriptive variables: population, income, employment, and capital. Analy- 
sis of these economic aggregates suggested a mix of strategies for balanced 
rural growth. The analysis, as well as the method, should prove useful in 
future evaluations of prospects for balanced growth between two sectors, 
one of which is considered to be relatively disadvantaged. 
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The Economic Research Service (ERS) develops information on a broad 
array of issues for decisionmakers at all levels—including members of Congress, 
USDA policy officials, State and local administrators, farmers and farm organi- 
zations, and consumers. ERS, through its Economic Development Division (EDD), 
provides information to help improve the conditions of rural life in the United 
States. It collects, analyzes, and publishes data on population, employment, 
incomes, farm and nonfarm workers, job skills, and education levels. It also 
evaluates changes in rural communities—schools, housing, medical services, 
public facilities. 
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